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E.O. 11652: N/A 
TAGS: EFIN, PK 

SUBJECT: INDIAN RUPEE SETTLEMENT 

REF: (A) STATE 006835 
(B) AIDAC 009000 (NOTAL) 

1. AS DEPARTMENT IS AWARE FROM APPROACH OF GOP ECONOMIC 
MINISTER (REF B) GOP HAS COPY OF PROPOSED US-INDIAN 
RUPEE SETTLEMENT AND IS ALREADY CONTEMPLATING REQUEST- 
ING AN AGREEMENT FOR A SUBSTANTIAL REDUCTION OF US 
RUPEES HOLDINGS IN PAKISTAN. 

2. AT PRESENT, EXCESS RUPEE PROBLEM IS LARGELY OVER- 
SHADOWED BY GOP'S INTEREST IN LONG TERM DEBT RESCHEDULING. 
GOP IS EAGERLY AWAITING IBRD REPORT ON THIS SUBJECT DUE 

TO BE RELEASED WITHIN NEXT FEW WEEKS. 

3. ONCE QUESTION OF LONG TERM DEBT RESCHEDULING IS 
RESOLVED, WE CAN ANTICIPATE CONSIDERABLE GOP INTEREST 
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(1) PRESENT US HOLDINGS AND SUMS WHICH WILL BECOME DUE 
ARE SUBSTANTIAL PORTION MONEY SUPPLY, (2) RATE OF ACCUMU- 
LATION EXCEEDS U.S. ANNUAL RUPEE EXPENDITURES, AND 
(3) PERHAPS MOST IMPORTANT, GOP WILL BE UNDER CONSIDER- 
ABLE POLITICAL PRESSURE TO CONCLUDE FAVORABLE SOLUTION 
OF THIS PROBLEM ONCE FINAL INDIAN SETTLEMENT 
(APPROVED BY CONGRESS) IS ANNOUNCED. 

4. GOP HAS TRADITIONALLY WATCHED CLOSELY ANY STEPS 
TAKEN BY GOI AND IN MANY CASES HAS FOLLOWED, I.E., 

LIFE INSURANCE AND DOMESTIC BANK NATIONALIZATION. ALSO, 
GOP HAS GENERALLY EXHIBITED SPECIAL SENSITIVITY TO ANY 
FAVORITISM, REAL OR IMAGINED, SHOWN BY USG TOWARD INDIA. 
BYROADE 
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